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, , Dear Applicant r . . .  , , %  'c .I ' . . - " .I 

'. 'F 'al! ." ..' I .  

. , ., 
.".I " 

This ref +re  t o  your app l i ca t ion  fo r  ' recognit  ton of exemptiofi f rbin 
f e d e r a l  income tax under s e c t i o n  K)l(c)(3)  of t he  I n t e r n a l  Revenue Code. , .  

The infopnat ion furnislhed st~owcl t h a t  you were incorporated 6n . 
,  and t h a t  you applied f o r '  recognit ion of exemption on  
, which is more than .15  months from t h e  da te  of your incorporat ion.  

, Your By-laws provide t h a t  you ,re a membkriahip organizat ion and provide f o r  
membership categories .  Iiowever, t h e  informatiqn fu tn ished  ahowe t h a t  you 

<*? 
presen t ly  do not have members. -, 

, , , , . , i  

* .  

Your Ar t ic le8  of ~ n c o r ~ o i a t i o n  i t a t e  t h a t  your' primary purpoee "'ii" 
t o  t r aneac t  the business of conducting a l l . t y p e a  of contes ts  r c a l a t i q - t o  , ' 

mining, t imbering and o the r  induet ry  and t o  conduct a l l  o the r  busineao 
not forbidden by law." Further ,  your c r e a t f r ,  document doe6 n6t contain.  

' 

a proper limitation clause,  o r  a groper d i s s c l u t i o n  prhvieion. Hohver, '  
you have submitted propoaed amendments t o  youi; Articl.es t h a t  w i l l  cu re  

' 

t keae  defec ts .  

You s t a t e  t h a t  you eponeored t;wo"ay* mining con tes t s  i n  both . 
 and . Entrants  pay $  per event ($  f o r  t h e  4 kvents). You : . . 

b 

award monetary p r i zes  f o r  those f i n i s h i n g  i n  l e t ,  2nd, o r . 3 r d ' p l a o e  i n  * 

each event. You a l s o  award a pr$ae..to those  en t r an t s  who f i n i s h  ,ltat,, 
2nd, and 3rd  ove ra l l .  The con tes t s  a r e  open t o  t h e  general  public.  

I h e  f i n a n c i a l  information furnished s h o w  t h a t  you received An excess 
of $  .in , and i n  exceeo of $  i n . I n   you expended 
in .excees  of $  f o r  contes t  expanses ($  i n  p r i z e  money) and i n  

 you expended i n  excess of $  f o r  con tes t  expenses ($ 'in 
p r i ze  money). 

You c l a h  t h a t  you a r e  operat ing f o r  educat ional  purposes becauire , 

t h e  contea t  events i n s t r u c t  t h e  public, about mining. The contetat event6 
appear t o  be primari ly s p e c t a t o r  eventa csuch as golf tournaments, t e n n i s  
matchee, and horse  shows whet8 t h e  main a t t r a c t f o n  i e  i nd iv idua l ' pe r t i c fpan te  
competing f o r  p r i z s r  and t rophiee.  There 3.0 no information t o  r e f l e c t  
t h a t  t h e  publ ic  receLves any i n ~ t t u c t i o n .  about t h e  various taske  performed 

C 

by miners and how t h e  contes t  evente r e l a t e  t o  t h e  a c t u a l  jobs of miners. 
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Section 1 .%1 (c)(3)-1 (a) (1) of t h i  Incmce ~ a i  k&&ationm pr6vid& 
t h a t . i n  order  t o  be exempt a s  an 6*ganfaatiop desrakibsd.in sectiott 
501 ( c )  (3) of t h e  Coda, an organic-tion murt $8. bofh orSanixed and operated 
exclus ively  f o r  one o r  more of the purppres mprhifiad An such sec t ion .  . . 
I f  an organizat ion f a i l s  t o  meet e i t h e r  t h e  orpanizat$onal t a r t  o r  the, 
opera t ional  t e e t ,  it 10 not exempt. 

, . 
Section MB(a)(2) of t h e  Code, provRd.n t h a t . a n  organizat ion organized 

a f t e r  October 9, 1969, s h a l l  not be , t r ea ted  ae 'an, o r g m i c a t i o n  described i n  : 
eec t ion  501 (c)(3)  f o r  eny period beforr  'iqiving. no t i ce  t h a t  it' i e '  ,ap'*Lplng. 
f o r  recognit ion of exempt a t a tue ,  i f  euch not ice  Re given a f t e r  the  t'fme ..: 

I . '  , , '  . prescribed by regulat ion.  I . .  . , , I "  

','A . , 

Saction 1.501 (c) ( 3 ) ~ l  (b )  (1 ) (1) of the .  regula t ions  provides t h a t ,  in 
: .  

general ,  an organisat ion i s  o r ~ a n i z e d  exalwAvely fo r  ona o r  more,pltrmpt 
purposes only i f  i ts  a r t i c l e s  of organlaat ion 1hLt .x the  purpoeae of such 
organizat ion t o  one o r  more exempt purposes, and:do'nor, expraesl'p ampower 
t h e  organfeation t o  engage, otherwiee,than es an in rubs ran t i a l  pa r t  of 
i t a  a c t i v i t i e e ,  i n  a c t i v i t i e s  which i n  thtsmscslvee are not i n  furthakgnce ' 

, .  , $ . . ,  , I , .  
, ' .  .,, ' .I' . " . . of one o r  more exempt puxporea. I :  . m.. . !.,' . ' . .  

1 ... . I. .. , '  't, .I. 
' . 4, , . C 1 ." 1" ,.,. . , 

'. , . . 
Scetioa 1 .501 (e) (3)-1 (b) (1) ( l r )  of- t h a  reylit@ru ch.t:'s' . , , 

no caeb e h a l i  an o r g i n 1 e a t i o n . b ~  conaidered "to be: or'kad'eed exqlurively ' .. .. , ,  

f o r  one o r  more exempt purporee, i f ,  bpl tIispkdtma ,.of i t e  a r t i c l e s , '  th@:.t. ', ; ' i 

purpoeae f o r  which such a r ~ a n l n a t i o n  ii, 'h;ea9ed arts broader t h i n  the. +. ', 

purposeg epcscifled i n  sec t ion  501(c)(3) .of the: cod.; ,ma f a c t  t h a t  t h e  
actua&,'operationr of euch an organlieation havr been e x c l w i v e l y  i n .  
furtherance of one o r  more exempt purposes s h a l l  not be s u f f i c i e n t  t o  ' 

permit t h e  organizat ion t o  meet the organlra&iajnal t e a t .  ~ i m i l a r l y , ' r u c h  ' 

an organizat ion dl1 not meet t h e  organ&uat iona~.  &st' &,a a r w u l t  of 
~ t a t e m e n t a  o r  o the r  evidence t h a t  t h e  membqre .thereof intend t o  operatit . , 

only i n  furtherance o f  one o r  more exempt purpoe4s. 

Section 1.501 (c)(3)-1 (b)(4) -of' the  regula t ions  provider t h a t  ,'- . 
organieotion i e  not ,  organiaed exclusively f o r  one or more exempt purpoi~e  
unlees i t 6  aedets  are dedicated t o  an exempt purgoae. An organirat ion 'o 
assets w i l l  be consfdared dedicated t o  an exempt ' purga$e, f o r  example, 
1 f , upon d i e ~ o l u t i o n ,  ouch desate would, by reason of a provision ,:$a the . 

cwganization's a r t i c l e o  o r  by operat ion of l a w ,  be d i s t r i b u t e d  f o r  one o r  
more exempt purpoees , o r  t o  . t h e  f tadera1 govermsnt ,  or '  t o  a s ta t& o r  
l o c a l  govcnment, f o r  a public  purpoeo,',ox would be d b t r i b u t e d  by a cour t  
t o  another ~ r g a n i t a t i o n  t o  be used in  aucfi. manner a n ,  i n  t h e  judgment: of 
the  cour t  w i l l  beet accomplitah' the  general  purposes f o r  which t h e  d h e o l v e d  
organizat ion waa organized. However, an. organ i t a t  ion  does not .  meat the 
organiza t ional  t e e t  i f  i ts  a r t l c l e e  o r  the  law of t h e  e . t a t s , f n  'which i t  
wan crea ted  provide t h a t  i t a  aeae t s  would, upon di reolu t ion ,  be d i s t r i b u t e d  ' .  
t o  i t e  membere o r  shoreholdarsr 
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Sect ion  1 .XI (c) ( 3 ) i l  (c) (1 ) of  t h e  rcgula t io& ptovidoe thaP an 
of gsniza t ion  w i l l  be regarded a s  "operated ex,clusively* . fo r  one. o r  more 
exrmpt purpdlrerl onlp. i f  It engaged p r h a r l l p  i n  a c t f v i t i e i  which accampl i~h  
one. of more of ruch exempt p u r p o s e ~  epeulfJe& i n  O I B C ~ L ~ X I  5Ol(c)(3) of t h e  
Code. An organizat ion w i l l  not be r o  :regarded i f  more than  an insubatantkal 
par t  of its a a t i v i t $ r s  i r  not i n  fur thsranae  of an %xambt purpors. 

. \  .. . s .  > 3". . . . 

Section 1 .SO84 (a) (2) ( i )  of t h e  ~dcotue   ax ~eg lu l~ l t iona  'pror3dso t h a t  - 
an organizat ion seeking exemption under eec t ion  301(c)(3) of t h e  Coda niuet: 
f f l e  the no t i ce  described i n  r e c t i o a  508(sr) w i r h i a ' l S  aontho from t h e  etid 
of t h e  =nth i n  whiah the  organirratfon wag or$aniraedr4 dtuch no t i ce  is ' 

f i l e d  by submitt ing a properly ccnnpleted and. executed Form lo?? . Appl,icati'on 
f o r  Recognition of Exemption, with the  kiy DirtrXct D%tector. 

' ,  .i ~ 

> .  .";t 

bactfan 1.508"1(n)(3)(1) of the  r ~ g i r l a t i o n 8  provides i n  b h r i  f o r  th; . 
followi% excrpt%on t o  the f i l i n g  requireaentr  of raction~W8(a):  

. "  ' I .  

(a) any organizat ion lmioh ia not a pr iva te  fb*ndition ... a n d  t h e  
gross r ece ip t s  of which i n  each taxable year a r e  normally not 
more than $5,000 . r i  

Your Art ic laa  of Incorporation ainpanr you ta  engage i n  a c t i ~ i t + e + ~  
t h a t  do not come within tho  ambit of eec t ion  K)l(c)(3) o f ' t h e  Coda. . 
Further ,  your h r t i c l c e  do nbt providd for  d i s t r i b u t i o n  t o  a. 501 ('c) (3j20r5- 
ganieat i o n  on. d i a  eolut ion  . Accord iq ly  ,. youz cre&'i;i.ng dooumsne , ar,. c u ~ r * t l y  
worded doer not mcaet the.  a rganiaa t ional  t e a t .  undet: scsctiod 501 (a) (3) ." 

- .  , . . 

F u r t h a w r e ,  end more important, t h e  infocaatfon f u r n f s h r d  e h o n  . 

t h a t  your exclusive a c t i v i t y  has been khe annual .pro&otlon and a o n h c t  .6f: . .. . 
a mining contest .  The promotion and conduct;' of euch a contea t .  is ,no&' in,: 
and of i t s e l f  i n  furtherance of an aducational  o r  cha r i t ab le  put!poee. ' , . 

An a c t i v i t y  i e  conaidered educational  where it aducatee and inatructo 
on sub jec t s  uoeful t 6  the  indAvidua1,and beneficful  t o  thta abmmunity* . It 
appears t h a t  whatever educational  value t h e r e  i a  t o  t h e  mining coptea t ,  ie . 

i nc tden ta l  PO Ate function a8 a spec ta to r  event; Thus t h e  prmokion,, and ' 

sponsoriag of t h e  mining contaart"h no%- aq. ,educ&%ona~ . . .  a c t i v i t y  wfkhin;t?he 
, . *, , , 

meanin$'of sec t ion  501 (c)(3) of .hhe Code, 
' 

> ,  . . 

h r a o v e r ,  t h e  f inanci  a1  inforplati  on f umiehed doe. not r e f l e e t  t h a t  
any funds a r e  used for  cha r i t ab le  endeatrota. me h f o n a a t i o n  rhowu. that  
more than  oneihalf of your funda go for  p r i z e  money, t h a t  approximately 

' 

$  is uaed for  re la ted '  s o c i a l  events,  and t h e  balance f o r  overhaad 
oxpensear. Thus, it eppearo t h a t  aone of y w r  funde a r e  w e d  f o r  c h a r i t a b l e  
w r k s .  Accordingly, you a r e  not operated f o r  cha r i t ab le  purposee withits 
t h e  meaning of eec t ion  501(c)(3) of t h e  Code. 
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~ " r .  ' "' ' ~ h e ~ e f  orq, based on .the $ a f ~ h a t i o n ,  qubmleked.., ,ril: sppaarr t h a t  kh* l: ,, 1 .  .. I .. . 
....,~ buslc thrust iif your operatione is t o  promote and conduct ."a mini118 con td r t ,  , . . 

. . . as .. , a oport'ing dveat with no fundo bafoi devotrd!.r;o.opiaritoble. . , pndeavt#u..": . .. 
' .  , .  . > ,  : , a .  ' ''. ,: . . ,. .(. 

. ,  

' 

Evan i f  you anandad your Articles of ~ n c o r ~ o r u t i a n  rnd ,othsrwieo,; 

\ '  I 

arEablirhed t h a t  you were opcsrar.ing exclusrively. for 'one o r  more' Sol(&) (3) ' 

..:. purposler ,. you would not  qualify.. f o r  rstroaotiva reoognit ion .of ~a t smpt ion~ ' '  ,, 
., . , under rectlton Ml ( c )  (3) of t h i  Code, .'lS6caueq y6u ,,flid.:aiit file Pour 2:: . ,  :.;, ,I 

cexempt$on application within 1 5  mouthi"~ fr%ioi;thaq dottb,:",bf. your creatgon .,(a* ' I .  

,, rr'kpired by section. ~ 8 ( a ) ( 2 ) . 6 f  .th.,,Code>,,,:and "you,d~gio? ntiat#ay of 'the . + .  i ,, 9 . .  
- exceptionr taat out in ~ e a t i o a .  1 .,Tbh(i) . .  (3) , ( i )  ofi'sha . reptilati6na , .. , , . i' 

. . .  . . . . '. / , 1. .I . . 9 ,  ." I .  , . L , a. , ; , ;.". .!, , ,  ... . . .  
Wa note  that thcs f.nfo&ti'~oa oubdt tad  o& $unr,l. conealass ;a p i t j u r y  . . 

atatemant s i g n i d  bp a Mr. Keano,. an attornay. If.. you waqt E k e  #sane, t6  ' 
represent  you i n  t h i e  matter  before t h e  86wlce~we dl& nked, a P o q r  .of + 

Attorney Fona 2848 from you 8 0  euthorizin$..' ve-',are ~ n c l u d i n g  capp:^gf, 
th ie  l e t t e r  and two copies of Porn 2848 f o r  your' convaniencs. . . 

< , , 3 .  

You have t h e  right t o  p m t e s t  t h f a  m l i n ~  ' i f  you beltave it ir: i t l n  .. - , . ,  

correc t .  To p r o t e r t ,  you ehould submit ,.a etatrmrint' of pour vlcrwa,,',w%,,h a .. .. , .. 
f u l l  eatplanation ,of your reasoning, hi8 etaten&r ,. r i ~ n e d ,  by ,anda of .your ! ' 

, officefe ' ,  muet 66 rubmittad i n  duplicatr within 3(1. days from tlia' data. of , 
thi. letter. YOU aluo have a r i e h t  to'a coniatsnue ~ r i  t h i r  offie.. afts%: " ' s .  ; , . 
your otaternent I s  e u b i t t c d .  Ydu mat. .rcqueac ,the' conferenc~, :  if: jog.#ant :; 
one, when you f i l e  your protee t  atatemint~,  I f  you a t e  f g be.r+pros.cankbb ,, ' . .: 
by someone who h not one of your o f f i , c e r s ~  t h a t  peraon w i l l  need .to ' f i l e  

. o proper power of a t torney and o t h e m i a e  , qua l i fy '  undad our .  Coif er'crnce ahd . . . . , ' ,  . . ,  , , m P r a c t i c e s  Requiremente. . . . . . . ,  
, ... 

' ( .  I ' . , I '  
, . 

, , -  
: ; 

I f  you do not p ro tas t  t h i s  propored r u l i n a  1;:' a timely manner, it . , 3 I 

- w i l i  be consldrsked by t h e  I n t e r n a l  Revenue Semice ab ,a  f a i l u r e  t o  exhauet . . ,,@* -'- I 

. avai lable  adluinirstratlve ramrrd4er SeatSon 7428tb)Q) o f ,  $be: code prdvid48 ,- , . ~  ' 

. . i 
tn p u t ,  t h a t  a daclara torp  j u d ~ ~ n ~ ~ o z ! ' e c r e e :  undeg. ~ t h i r  eecf rh.ill'not : . + 5  . .. . . %  1. , Ti ~ 
.be feeued i n  bny proccediag unleds rh'&'hx'bdke>;:;$he~clam' . C o ~ r t i  o r  t h d ' ; .  .:, : >,,$ *;I 1 

.Dirtrim Coutt of tha  United S ta te r  for thh' ~ i r i t * i a ~  [of . Columbh ddtdmineo,:'. ' : t . 
t h a t  t h e  organirntfon involved has exhausted a ~ h i d r j r a t l v t  retoadAei . ava l l i  , .  

" > , , "  
::J 1 

'ibl~ to  it within the  Internal Bevenuq Seritice. , . .. !:.:, I 

If we do not hoar from you within 30 days, t h l e  ru l ing  will bacame ' . 

f i n a l  and copies w l 1 1  be forwardid.to your key D f e t r i a t  Direc tor  i n  
.. . 
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Seattle, Waabington. Thereatear. any queatioo, about federal indome . 
tax status should be addressed to that off'$ce. Tha approptiate State . 

, , 
off  i c ia l .  w i l l  be notif  iad of th i s  action in accordance with code ~ & t i o q  .. 

,I 
'I . 

I ,  

6 1 0 4 ( ~ )  1;. , . , , 
8 '  

, .  ,'., 

Enclor urea 
Copy of Letter 

. $  Porn 2848 (2) 
; -.: 

".,cc:  
Attn: EO Group 

Sinceraly yours, 
., . 

 

O =ief, lhempt Organizations 

, .. cc:  

 State Officials 

 
correction made by /6-24-86 
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